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§970.12

@) (@) If the replacement housing
units are to be provided out of the pro-
ceeds of the disposition of public hous-
ing property, and the site is known (in-
cluding building back on the same
site), the PHA is required to comply
with site and neighborhood standards
comparable to part 941 of this chapter
(or under part 882 of this title in the
case of use of Section 8 assistance)
when the demolition or disposition ap-
plication is submitted to HUD. A com-
plete site and neighborhood standards
review shall be done by HUD subse-
quent to the submission of the demoli-
tion or disposition application but
prior to approval.

(ii) However, if the site is not known,
the PHA shall include in the applica-
tion for demolition or disposition a
certification that it will comply with
site and neighborhood standards com-
parable to part 941 of this chapter or
under part 882 of this title once the site
is known.

(i) Assurances regarding accessibility.
The plan must contain assurances that
any replacement units acquired, newly
constructed or rehabilitated will meet
the applicable accessibility require-
ments set forth in §8.25 of this title.

(J) Exception for replacement housing in
cases of demolition. In any 5-year period,
a public housing agency may demolish
not more than the lesser of 5 dwelling
units or 5 percent of the total dwelling
units owned and operated by the public
housing agency, without providing an
additional dwelling unit for each public
housing unit to be demolished, but only
if the space occupied by the demolished
unit is used for meeting the service or
other needs of public housing residents.
If the PHA elects to use this exception,
it shall meet all other requirements of
this part except §970.11.

(Approved by the Office of Management and
Budget under control number 2577-0075)

[60 FR 3719, Jan. 18, 1995]

§970.12 Required and permitted ac-
tions prior to approval.

A PHA may not take any action to
demolish or dispose of a public housing
project or a portion of a public housing
project without obtaining HUD ap-
proval under this part. Until such time
as HUD approval may be obtained, the

24 CFR Ch. IX (4-1-98 Edition)

PHA shall continue to meet its ACC
obligations to maintain and operate
the property as housing for low-income
families. This does not, however, mean
that HUD approval under this part is
required for planning activities, analy-
sis, or consultations, such as project
viability studies, comprehensive mod-
ernization planning or comprehensive
occupancy planning.

[53 FR 30987, Aug. 17, 1988]

§970.13 Resident organization oppor-
tunity to purchase.

(a) Applicability. (1) This section ap-
plies to applications for demolition or
disposition of a development which in-
volve dwelling units, nondwelling
spaces (e.g. administration and com-
munity buildings, maintenance facili-
ties), and excess land.

(2) The requirements of this section
do not apply to the following cases
which it has been determined do not
present appropriate opportunities for
resident purchase:

(i) The PHA has determined that the
property proposed for demolition is an
imminent threat to the health and
safety of residents;

(if) The local government has con-
demned the property proposed for dem-
olition;

(iii) A local government agency has
determined and notified the PHA that
units must be demolished to allow ac-
cess to fire and emergency equipment;

(iv) The PHA has determined that
the demolition of selected portions of
the development in order to reduce
density is essential to ensure the long
term viability of the development or
the PHA (but in no case should this be
used cumulatively to avoid Section 412
requirements);

(v) A public body has requested to ac-
quire vacant land that is less than 2
acres in order to build or expand its
services (e.g., a local government wish-
es to use the land to build or establish
a police substation); or

(vi) PHA seeks disposition outside
the public housing program to pri-
vately finance or otherwise develop a
facility to benefit low-income families
(e.g., day care center, administrative
building, other types of low-income
housing).
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(3) In the situations listed in para-
graph (a) of this section, the PHA may
proceed to submit its request to demol-
ish or dispose of the property, or the
portion of the property, to HUD, in ac-
cordance with Section 18 of the United
States Housing Act of 1937 and 24 CFR
part 970 without affording an oppor-
tunity for purchase by a resident orga-
nization. However, resident consulta-
tion would be required in accordance
with §970.4(a). The PHA must submit
written documentation, on official sta-
tionery, with date and signatures to
justify paragraphs (a)(2)(i), (ii), (iii),
(iv), and (v) of this section. Examples
of such documentation include:

(i) A certification from a local agen-
cy, such as the fire or health depart-
ment, that a condition exists in the de-
velopment that is an imminent threat
to residents; or

(ii) A copy of the condemnation order
from the local health department. If,
however, at some future date, the PHA
proposes to sell the remaining property
described in paragraphs (a)(2)(i)
through (iii) of this section, the PHA
will be required to comply with this
section.

(b) Opportunity for residents to orga-
nize. Where the affected development
does not have an existing resident
council, resident management corpora-
tion or resident cooperative at the
time of the PHA proposal to demolish
or dispose of the development or a por-
tion of the development, the PHA shall
make a reasonable effort to inform
residents of the development of the op-
portunity to organize and purchase the
property proposed for demolition or
disposition. Examples of ‘“‘reasonable
effort’” at a minimum include one of
the following activities: convening a
meeting, sending letters to all resi-
dents, publishing an announcement in
the resident newsletter, where avail-
able, or hiring a consultant to provide
technical assistance to the residents.
The Department will not approve any
application that cannot demonstrate
that the PHA has allowed at least 45
days for the residents to organize a
resident organization. The PHA should
initiate its efforts to inform the resi-
dents of their right to organize as an
integral part of the resident consulta-
tion requirement under §970.4(a).

§970.13

(c) Established Organizations. Where
there are duly formed resident coun-
cils, resident management corporation,
or resident cooperative at the affected
development, the PHA shall follow the
procedures beginning in paragraph (d)
of this section. Where the affected de-
velopment is fully or partially occu-
pied, the residents must be given the
opportunity to form under the proce-
dures in paragraph (b) of this section.

(d) Offer of sale to resident organiza-
tions. (1) The PHA shall make the for-
mal offer for sale which must include,
at a minimum, the information listed
in this paragraph (d). All contacted or-
ganizations shall have 30 days to ex-
press an interest in the offer. The PHA
must offer to sell the property pro-
posed for demolition or disposition to
the resident management corporation,
the resident council or resident cooper-
ative of the affected development
under at least as favorable terms and
conditions as the PHA would offer it
for sale to another purchaser:

(i) An identification of the develop-
ment, or portion of the development, in
the proposed demolition or disposition,
including the development number and
location, the number of units and bed-
room configuration, the amount of
space and use for non-dwelling space,
the current physical condition (e.g.,
fire damaged, friable asbestos, lead-
based paint test results), and occu-
pancy status (e.g., percent occupancy).

(i) In the case of disposition, a copy
of the appraisal of the property and
any terms of sale.

(iii) A PHA disclosure and descrip-
tion of plans proposed for reuse of land,
if any, after the proposed demolition or
disposition.

(iv) An identification of available re-
sources (including its own and HUD’s)
to provide technical assistance to the
resident ~management corporation,
resident council or resident coopera-
tive of the affected development to en-
able the organization to better under-
stand its opportunity to purchase the
development, the development’s value
and potential use.

(v) Any and all terms of sale that the
PHA requires for the Section 18 action.
(If the resident management corpora-
tion, resident council or resident coop-
erative of the affected development
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submits a proposal that is other than
the terms of sale (e.g., purchase at less
than fair market value with dem-
onstrated commensurate public benefit
or for the purposes of homeownership),
the PHA may consider accepting the
offer).

(vi) A date by which the resident
management  corporation, resident
council or resident cooperative of the
affected development must respond to
the HA'’s offer to sell the property pro-
posed for demolition or disposition,
which shall be no less than 30 days
from the date of the official offering of
the PHA. The response from the resi-
dent management corporation, resident
council or resident cooperative of the
affected development shall be in the
form of a letter expressing its interest
in accepting the PHAs written offer.

(vii) A statement that the resident
council, resident management corpora-
tion, and resident cooperative of the af-
fected development will be given 60
days to develop and submit a proposal
to the PHA to purchase the property
and to obtain a firm financial commit-
ment. It shall explain that the PHA
shall approve the proposal from the
resident council, resident management
corporation or resident cooperative of
the affected development, if it meets
the terms of sale. However, the state-
ment shall indicate that the PHA can
consider accepting an offer from the
resident council, resident management
corporation or resident cooperative of
the affected development that is other
than the terms of sale; e.g., purchase at
less than fair market value with dem-
onstrated commensurate public benefit
or for the purposes of homeownership.
The statement shall explain that if the
PHA receives more than one proposal
from a resident council, resident man-
agement corporation or resident coop-
erative at the affected development,
the PHA shall select the proposal that
meets the terms of sale. In the event
that two proposals from the affected
development meet the terms of sale,
the PHA shall chose the best proposal.

(2) After the 30 day time frame for
the resident council, resident manage-
ment corporation, or resident coopera-
tive of the affected development to re-
spond to the notification letter has ex-
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pired, the PHA is to prepare letters to
those organizations that responded af-
firmatively inviting them to submit a
formal proposal to purchase the prop-
erty. The organization has 60 days from
the date of its affirmative response to
prepare and submit a proposal to the
PHA that provides all the information
requested in paragraph (g) of this sec-
tion and meets the terms of sale.

(e) PHA Review of Proposals. The PHA
has up to 60 days from the date of re-
ceipt of the proposal(s) to review them
and determine whether they meet the
terms of sale set forth in its offer. If
the resident management corporation,
resident council or resident coopera-
tive of the affected development sub-
mits a proposal that is other than the
terms of sale (e.g., purchase at less
than the fair market value with dem-
onstrated commensurate public benefit
or for the purposes of homeownership),
the PHA may consider accepting the
offer. If the terms of sale are met,
within 14 days of the PHA’s final deci-
sion, the PHA shall notify the resident
management  corporation, resident
council or resident cooperative of the
affected development of that fact and
that the proposal has been accepted or
rejected.

(f) Appeals. The resident management
corporation, resident council or resi-
dent cooperative of the affected devel-
opment has the right to appeal the
PHA’s decision to the HUD field office.
A letter requesting an appeal has to be
made within 30 days of the decision by
the PHA. The request should include
copies of the proposal and any related
correspondence. The field office will
render a final decision within 30 days.
A letter communicating the decision is
to be prepared and sent to the PHA and
the resident management corporation,
resident council or resident coopera-
tive of the affected development.

(g) Contents of Proposal. (1) The pro-
posal from the resident management
corporation, resident council or resi-
dent cooperative of the affected devel-
opment shall at a minimum include
the following:

(i) The length of time the organiza-
tion has been in existence;
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(ii) A description of current or past
activities which demonstrate the orga-
nization’s organizational and manage-
ment capability or the planned acquisi-
tion of such capability through a part-
ner or other outside entities;

(iii) A statement of financial capabil-
ity;

(iv) A description of involvement of
any non-resident organization (non-
profit, for profit, governmental or
other entities), if any, the proposed di-
vision of responsibilities between these
two, and the non-resident organiza-
tion’s financial capabilities;

(v) A plan for financing the purchase
of the property and a firm commitment
for funding resources necessary to pur-
chase the property and pay for any nec-
essary repairs;

(vi) A plan for the use of the prop-
erty;

(vii) The proposed purchase price in
relation to the appraised value;

(viii) Justification for purchase at
less than the fair market value in ac-
cordance with §970.9, if appropriate;

(ix) Estimated time schedule for
completing the transaction;

(X) The response to the PHA’s terms
of sale;

(xi) A resolution from the resident
organization approving the proposal;
and

(xii) A proposed date of settlement,
generally not to exceed six months
from the date of PHA approval of the
proposal, or such period as the PHA
may determine to be reasonable.

(2) If the proposal is to purchase the
property for homeownership under 5(h)
or HOPE 1, then the requirements of
Section 18 of the United States Hous-
ing Act of 1937 and 24 CFR part 970 do
not apply, but the applicable require-
ments shall be those under the HOPE 1
guidelines, as set forth at 57 FR 1522, or
the section 5(h) regulation, as set forth
in parts 905 and 906 of this chapter. In
order for a PHA to consider a proposal
to purchase under section 412, using
homeownership opportunities under
section 5(h) or HOPE 1, the resident
council, resident management corpora-
tion or resident cooperative of the af-
fected development shall meet the pro-
visions of this rule, including para-
graphs (9)(1)(i) through (g)(1)(xii) of
this section.

§970.13

(3) If the proposal is to purchase the
property for other than the aforemen-
tioned homeownership programs or for
uses other than homeownership, then
the proposal must meet all the disposi-
tion requirements of Section 18 of the
United States Housing Act of 1937 and
24 CFR part 970.

(h) PHA obligations. (1) Prepare and
disperse the formal offer of sale to the
resident council, resident management
corporation and resident cooperative of
the affected development.

(2) Evaluate proposals received and
make the selection based on the con-
siderations set forth in paragraph (b) of
this section. Issuance of letters of ac-
ceptance and rejection.

(3) Prepare certifications, where ap-
propriate, as discussed in paragraph
(i)(3) of this section.

(4) The PHA shall comply with its ob-
ligations under §970.4(a) regarding ten-
ant consultation and provide evidence
to HUD that it has met those obliga-
tions. The PHA shall not act in an arbi-
trary manner and shall give full and
fair consideration to any qualified resi-
dent management corporation, resident
council or resident cooperative of the
affected development and accept the
proposal if it meets the terms of sale.

(i) PHA application submission require-
ments for proposed demolition or disposi-
tion. (1) If the proposal from the resi-
dent organization is rejected by the
PHA, and either there is no appeal by
the organization or the appeal has been
denied, the PHA shall submit its demo-
lition or disposition application to
HUD in accordance with Section 18 of
the United States Housing Act of 1937
and part 970 of this chapter. The demo-
lition or disposition application must
include complete documentation that
the requirements of this section have
been met. PHAs must submit written
documentation that the resident coun-
cil, resident management corporation
and tenant cooperative of the affected
development have been apprised of
their opportunity to purchase under
this section. This documentation shall
include:

(i) A copy of the signed and dated
PHA notification letter(s) to each orga-
nization informing them of the PHA’s
intention to submit an application for
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§970.14

demolition or disposition, the right to
purchase; and

(if) The responses from each organi-
zation.

(2) If the PHA accepts the proposal of
the resident organization, the PHA
shall submit a disposition application
in accordance with Section 18 of the
United States Housing Act of 1937 and
part 970 of this chapter, with appro-
priate justification for a negotiated
sale and for sale at less than fair mar-
ket value, if applicable.

(3) HUD will not process an applica-
tion for demolition or disposition un-
less the PHA provides the Department
with one of the following:

(i) Where no resident management
corporation, resident council or resi-
dent cooperative exists in the affected
development and the residents of the
affected development have not formed
a new organization in accordance with
paragraph (b) of this section, a certifi-
cation from either the executive direc-
tor or the board of commissioners stat-
ing that no such organization(s) exists
and documentation that a reasonable
effort to inform residents of their op-
portunity to organize has been made;
or

(ii) Where a resident management
corporation, resident council or resi-
dent cooperative exists in the affected
development one of the following, ei-
ther paragraph (i)(3)(ii)(A) or para-
graph (i)(3)(ii)(B) of this section:

(A) A board resolution or its equiva-
lent from each resident council, resi-
dent management corporation or resi-
dent cooperative stating that such or-
ganization has received the PHA letter,
and that it understands the offer and
waives its opportunity to purchase the
project, or portion of the project, cov-
ered by the demolition or disposition
application. The response should clear-
ly state that the resolution was adopt-
ed by the entire organization at a for-
mal meeting; or

(B) A certification from the execu-
tive director or board of commissioners
of the PHA that the thirty (30) day
timeframe has expired and no response
was received to its offer.

(Approved by the Office of Management and
Budget under control number 2577-0075)

[60 FR 3721, Jan. 18, 1995]
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§970.14 Reports and records.

(a) After HUD approval of demolition
or disposition of all or part of a
project, the PHA shall keep the appro-
priate HUD Field Office informed of
significant actions in carrying out the
demolition or disposition, including
any significant delays or other prob-
lems. When demolition or disposition is
completed, the PHA shall submit to
the Field Office a report confirming
such action, certifying compliance
with all applicable requirements of
Federal law and regulations and, in the
case of disposition, accounting for the
proceeds and costs of disposition.

(b) The PHA shall be responsible for
keeping records of its HUD-approved
demolition or disposition sufficient for
audit by HUD to determine the PHA’s
compliance applicable requirements of
Federal law and this part.

(Approved by the Office of Management and
Budget under control number 2577-0075)

[50 FR 50894, Dec. 13, 1985. Redesignated at 53
FR 30987, Aug. 17, 1988. Redesignated at 60 FR
3721, Jan. 18, 1995]

PART 971—ASSESSMENT OF THE
REASONABLE REVITALIZATION
POTENTIAL OF CERTAIN PUBLIC
HOUSING REQUIRED BY LAW

Sec.

971.1 Purpose.

971.3 Standards for
ments.

971.5 Long-term viability.

971.7 Plan for removal of units from public
housing inventories.

971.9 Tenant and local
sultation.

971.11 Hope VI developments.

971.13 HUD enforcement authority.

APPENDIX TO PART 971: METHODOLOGY OF
COMPARING COST OF PuBLIC HOUSING WITH
COST OF TENANT-BASED ASSISTANCE

Pub. L. 104-134; 42 U.S.C.

identifying develop-

government con-

AUTHORITY:
3535(d).

SOURCE: 62 FR 49576, Sept. 22, 1997, unless
otherwise noted.

§971.1 Purpose.

Section 202 of the Omnibus Consoli-
dated Rescissions and Appropriations
Act of 1996 (Pub.L. 104-134, approved
April 26, 1996) (““OCRA’’) requires PHAs
to identify certain distressed public
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